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Mr. Unprsrwoop, from the Committee on Post Office and Civil 
Service, submitted the following 


REPORT 


{To accompany H. R. 5850] 


The Committee on Post Office and Civil Service, to whom was 
referred the bill (H. R. 5850) to authorize the Postmaster General to 
impound mail in certain cases, having considered the same, report 


favorably thereon with an amendment and recommend that the bill, 
as amended, do pass. " 
STATEMENT 


In his official request to both Houses for this legislation, the Post- 
master General called attention to a serious situation that has arisen 
in connection with violations of certain sections of title 39 of the 
United States Code designed to prevent mailings involving schemes of 
fraudulent nature and indecency. 

A hearing was held on the Senate bill, S. 2976, April 23, 1952, at 
which the Solicitor of the Post Office Department explained the great 
need for such legislation. Other witnesses were apprehensive that 
certain rights of individuals and concerns might be invaded unless 
there were judicial safeguards. 

os 

The chairman of the subcommittee in charge of the hearing sub- 
mitted the matter to the American Bar Association, where the pro- 
posed legislation was carefully studied. The amendment to H. R. 
5850 is suggested by the chairman of the section of c1iminal law of 
the American Bar Association who, after expressing approval of the 
general objectives of the proposed legislation, said: 

My suggestion is that the statute be so amplified by amendment to provide 
that when the Postmaster General exercises his authority granted under S. 2976, 
that the party affected by the order of impounding be given the right to apply 
to the Federal district court of the district where the party resides or has its 
principal place of business to restrain or enjoin the enforcement of the order, 
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and that upon the hearing by the court on the complaint of the party affected, 
the court would forthwith determine if the Postmaster General had reasovable 
grounds to issue the order of impounding, and if the purposes of the proceedings 
before the Postmaster General would be impaired, denied or frustrated unless the 
order to impound were permitted to stand. 


The American Newspaper Publishers Association also express con- 
cern but state that the amendment proposed by the American Bar 
Association is an adequate safeguard. Other witnesses and corre- 
spondence are not in entire accord with this belief but in the opinion 
of this committee the bill, as amended, serves the worth-while purpose 
intended and at the same time through a court review affords to 
those interested full protection and relief. It is a question whether 
this amendment actually creates a new remedy, since the courts are 
at all times open to those who may suffer from improper administra- 
tive procedures and orders, but it. serves a good purpose to specifically 
state the protection against possible abuse of this impounding privi- 
lege. The use of the mails is a right to which all citizens are entitled 
unless such use is abused and to take aw ay such a right is something 
that should be resorted to only when the user is no longer entitled 
to such a right, either temporarily or permanently. 


THE AMENDMENT 


Insert a proviso following line 3, page 2, of bill, to read: 


Provided, That any person or concern whose mail may be impounded upon order 
of the Postmaster General, pursuant to the authority conferred by the preceding 
provisions of this Act, may at any time during the pendency of the said proceed- 
ings, file a complaint in the United States district court for the district where the 
person or concern resides or has his or its principal place of business, to suspend, 
restrain, or enjoin the enforcement of the order of impounding of the mail upon a 
showing that such order was issued arbitrarily, capriciously or improvidently, and 
that such order is not necessary for the protection of the public or in the public 
interest. g’he court shall promptly proceed to hear any such complaint upon not 
less than five days’ notice to the Postmaster General, the Attorney General of the 
United States, and to the United States attorney for the given district. Such 
notice shall be given by registered mail by the clerk of the said district court, and 
shall be complete on the mailing thereof. 


H. R. 5850 as passed by the House, has been substituted for S. 2976 
by this committee. Attached to this report is the House report to 
accompany H. R. 5850, in which are included communications 
similar to those addressed to the Senate committee. 





[H. Rept. No. 1874, 82d Cong., 2d sess.] 


The Committee on Post Office and Civil Service, to whom was referred the bill 
(H. R, 5850) to authorize the Postmaster General to impound mail in certain 
cases, having considered the same, report favorably thereon without amendment 
and recommend that the bill do pass. 


STATEMENT 


This legislation was submitted to the Congress by the Postmaster General. 
The need for this legislation arises from recent Supreme Court decisions (Wong 
Yang Sung v. ce 339 U. S. 33; Rias & Co, v. United States, 341 U. 8. 907, 
and Cates d. b. . Glory Bee Products Co. v. Haderlein, 342 U. 5S. 804), which 
resulted in segahitian the Post Office Department to comply with the provisions 
of the Administrative Procedures Act. This has placed in the hands of persons 
using the mails to defraud an opportunity to profit by delaying actions pending 
the necessary procedural steps before a fraud order can be issued. 


*"MPOUND MAIL IN VIOLATION OF FRAUD AND INDECENCY 3 


Under the law, the Postmaster General is authorized to order returned to 
senders all mail addressedto any person or concern who (1) is obtaining or 
attempting to obtain remittances of money through the mails by means of false 
or fraudulent pretenses, representations, and promises; (2) is obtaining or at- 
tempting to obtain remittances of money through the mails in exchange for any 
obscene, lewd, lascivious, indecent, filthy, or vile article, matte:, thing, device, 
or substance; (3) is engaged in conducting through the mails any lottery, eift 
enterprise, or scheme for the distribution of money by lot, chance, or drawing; 
or (4) in the conduct of an unlawful business is using and is requesting to be 
addressed by a fictitious, false or assumed name, title, or address. 

The duty imposed upon the Postmaster General requires him to take prompt 
action to stop the mails from being used to defraud the publie and to debase its 
morals as well as the exploitation of lotteries and similar schemes. 

Your committee held hearings at which it was testified by the Post Office Depart- 
ment that the present procedures which were placed into effect in July 1951 are 
being exploited by those persons who are using the mails for illegal purposes. The 
mails are being flooded with all sorts of solicitations to purchase obscene materials; 
in some instances the students of an entire school have been circularized. In 
many cases the perpetrators of these schemes of disseminating obscene literature 
through the mail have collected thousands of dollars while they were delaying the 
issuance of a fraud order by the Post Office Department. 

Our current Nation-wide scheme involves the mailing of bills to business and 
professional people for advertising space in a directory. A copy of a previous 
advertisement appearing in a classified directory is attached to the bill sent to each 
person. These bills are so formulated as to lead the addresses to believe that they 
are being called upon to pay for the renewal of their telephone-business directory 
advertising. Numerous people and business houses have been deceived, victim- 
ized, and have remitted money to the operators of these fraudulent schemes. The 
operator usually lives outside the State or municipality where the scheme is con- 
ducted through a loeal mail-reeeiving address. Ordinarily the victim has no legal 
recourse against the operator of the sckeme. Several thousand or several hundred 
thousand of these bills may be distributed by mail and a large percentage of the 
addresses be swindled in a short period of time unless this mail is promptly stopped 

The De; artment expects that unless prompt action is taken to give them the 
authority to impound the mail in cases where it is being used to defraud or send 
obscene literature, there will be a marked increase in the number of cases of this 
nature because it is becoming generally known now, by those who make their living 
through such schemes, that the Department is hampered by the present cireum- 
stances. 

In the event mail is impounded, it will be held only for the period during which 
the case is pending. In the event a fraud order is issued, the mail is stamped 
“fraudulent” and returned to the sender. If a fraud order is not issued, it is 
sent to the addressee. 

In the opinion of the committee, the need for effective action in preventing 
irreparable fraud and damage to the public is a consideration which merits the 
approval of this legislation. 

The letter of the Postmaster General to the Congress requesting this legislation 
and the report of the Department of Justice follows: 


OFFICE OF THE POSTMASTER GENERAL, 
Washington 25, D. C., October 16, 1951. 
Hon. Sam RayBurn, 
Speaker of the House of Representatives. 

Dear Mr. Speaker: I am transmitting herewith proposed legislation author- 
izing the Postmaster General to impound mail when he is satisfied that there 
are reasonable grounds to believe that he may be authorized after appropriate 
proceedings, to issue any one of the orders specified in sections 255, 259, 259a 
and 732 of title 39, United States Code. 

The above-mentioned sections of title 39, United States Code, authorize the 
Postmaster General to order returned to senders all mail addressed to any person 
or concern obtaining or attempting to obtain remittances of money through the 
United States mails by means of false or fraudulent pretenses, representations 
and promises; obtaining or attempting to obtain remittances of money through 
the mails in exchange for any obscene, lewd, lascivious, indecent, filthy, or vile 
article, matter, thing, device or substance; is engaged in conducting through the 
mails any lottery, gift enterprise or scheme for the distribution of money by lot, 
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chance or drawing; or in the conduct of an unlawful business is using and is 
requested to be addressed by a fictitious, false, or assumed name, title or address. 

_ The duty imposed upon the Postmaster General by the provisions of the above- 
cited statutes requires him to take prompt action to stop the mails from being 
used to defraud the public and to d2base its morals as well as the exploitation of 
lotteries and similar schemes. The decisions of the Federal courts have emphat- 
ically expressed this view, upholding the authority of the Postmaster General 
to issue such orders promptly with a minimum of delay in order that they would 
be of practical benefit. Judge Hutcheson, in Crane v. Nichols (1 Fed. 2d 33), 
voiced the general judicial approval when he said that the “* * * statute 
authorizing fraud orders was aimed at such a beneficent purpose that only in the 
extremest cases should courts interfere with their issuance.’’ The Attorney 
General’s Committee on Administrative Procedure refers to the necessity for 
promptness of action by the Postmaster General in the interest of effective 
protection. This report states, “‘many of the schemes against which the Depart- 
ment proceeds involve frauds which may be quickly consummated and in which 
immediate protection of the public is imperative.’’ This report, it should be 
noted, recommended enactment of legislation to enable the Postmaster General 
to have mail impounded pendente lite. The need for such authority is also implicit 
in the statement of the Supreme Court, upholding a fraud order issued by the 
Postmaster General in the case of Read vy. Donaldson (338 U.S. 178), wherein the 
Court said: : 

“The purpose of mail fraud orders is * * * prevention of further injury 
to the public by denying the use of the mails to aid a fraudulent scheme * * *. 
Such an order is similar to an equitable injunction to restrain future conduct.’ 

Injury done to the public by fraudulent schemes is irreparable as are also 
injuries caused by the operation of lotteries and the dissemination of pornographic 
and indecent matter. Thus the statutes authorizing the Postmaster General to 
purge such enterprises from the mails are summary and protective rather than 
remedial, and their provisions must be invoked without delay. 

Delay in these cases often negatives or greatly reduces the effectiveness of the 
Postmaster General’s orders in preventing ‘further injury to the public.’”’ Delays 
due to procedural steps necessary to accomplish due process are inimical to the 
public and favor quick fly-by-night and other schemes inimical to the public 
welfare and are productive of bolder and more numerous abuses of the use of the 
mails, 

The situation with respect to the enforcement of these laws prior to the decisions 
of the Supreme Court in Wong Yang Sung v. McGrath (339 U.S. 33), and Riss & 
Co. v. United States (341 U.S. 907; 19 L. W. 3281) did not involve the protracted 
procedure which has since become necessary. The Post Office Department is now 
required to comply with the provisions of the Administrative Procedure Act 
(5 U. S. C. 1001), which involves several additional steps and incidents to the 
proceedings and procedure required to be followed by the Post Office Department 
prior to a determination of the propriety of a protective order by the Postmaster 
General. 

Whereas, under the practice which prevailed in the Department for many years 
the recommended decision of the trial examiner was prepared and forwarded to 
the Postmaster General without prior submission to the parties, section 8b of the 
act requires three additional procedural! steps before a hearing examiner announces 
his initial decision. In any case the parties have the right to submit proposed 
findings and conclusions with briefs in support thereof after the completion of 
testimony and previous to the examiner’s initial decision. Preparation of such 
findings and conclusions requires access to and complete familiarity with the 
record, including the exhibits in the proceeding. The reproduction of exhibits 
in many instances for the use of the parties as well as the transcription of the 
testimony must necessarily precede respondents’ submission of these proposed 
findings and conclusions in most cases. A considerable time element is thus 
added to the time required to process cases. Thereafter, the hearing examiner 
must prepare his initial decision and submit it to the parties. The parties then 
must be given sufficient time and an additional opportunity under section 8a of 
the act to file exceptions to the initial decision. These exceptions, when received 
and filed, must be presented to the Postmaster General and he must dispose of 
the objections thus raised to the hearing examiner’s initia! decision before he can 
enter the final agency order, whether it be a fraud order or any other order under 
the provisions of the law cited in the bill. 
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In addition to the above-described steps, which obviously add important time 
elements in the disposition of cases, further delays may be encountered by the 
taking of depositions pursuant to the provisions of section 7b of the act and by the 
necessity in some instances of conducting hearings in places distant from Wash- 
ington which involves travel time to and from the location of the hearing. 

t can reasonably be anticipated that the disposition of cases will consume in 
most instances at least twice as much time as has been required prior to the 
adoption of such procedure. These circumstances emphasize the urgent necessity 
for legislation such as that embodied in the proposed bill, because, as stated above, 
many fraudulent and other enterprises are so planned and operated that they 
inflict swift, serious and irreparable injury to the public in such a comparatively 
short time that they would practically be immune from effective interference 
under the provisions of the protective statutes cited in the bill. This circumstance 
arises from the fact that the procedural delays would enable the promoters of such 
schemes to consummate them even while proceedings were being held to deter- 
mine whether a fraud or other protective order should be issued by the Post- 
master General. 

In this connection, it should be noted that it often happens that as soon as a 
formal complaint is served upon the promoter of a fraud or lottery scheme or an 
enterprise involving the sale of obscene and pornographic matter, the operators, 
realizing that their acts are practically indefensible, issue and distribute vast 
numbers of circulars in ‘“‘clean-up campaigns’’ designed to obtain the greatest 
amount of income from the publie during the pendency of the proceeding and 
rior to the time when the Postmaster General’s order can become effective. 
Recently persons and concerns charged with selling obscene pictures, for example, 
have advertised to their customers that the Post Office Department is accusing 
them of selling indecent matter and have employed the actual terminology of the 
law, namely, “lewd, lascivious, indecent and obscene’”’ as descriptive advertising 
adjectives and have coupled therewith urgent appeals for orders prior to the date 
when they calculate they can no longer do business through the mails. 

Several such swift “clean-up campaigns’’ were, partly at least, blocked and 
stopped by fraud orders and other orders of the Postmaster General in the past. 
One of these cases involved an enterprise conducted by a person using various 
fictitious and assumed names including that of a religious organization. Upon the 
basis of glowing promises and misleading representations concerning a contest, 
“donations” were secured to enable the rebuilding of a nonexistent meeting house. 
This enterprise came to the attention of the Department only a short time before 
its closing date but within that short time prompt action by the Department under 
the laws cited (and previous to its compliance with the Administrative Procedure 
Act) saved the public some $300,000. Such effective action will not be practicable 
in similar cases under the new procedure unless the requested legislation is enacted. 

A current and vicious Nation-wide scheme involves the mailing of bills to 
business and professional people for advertising space in a directory. A copy of 
a previous advertisement appearing in a classified telephone directory is attached 
to the bill sent to each person. These bills are so formulated as to lead the 
addressees to believe that they are being called upon to pay for the renewal of 
their telephone business directory advertising. Numerous people and business 
houses have been deceived, victimized and have remitted money to the operators 
of these fraudulent schemes in the belief that they were renewing their telephone 
directory advertising. The operator usually lives outside the State or munici- 
pality where the scheme is conducted through a local mail-receiving address. 
Ordinarily the victim has no legal recourse against the operator of the scheme. 
Several thousand or several hundred thousand of these bills may be distributed 
by mail and a large percentage of the addressees be swindled in a short period of 
time unless the mail addressed to the directory company is promptly stopped. 

The Department has had many of these cases and in only one instance in 
Philadelphia was it successful in preventing any damage to the public. In other 
cases the success was only partial whereas it would have been complete if the 
authority to impound mail contained in the attached bill had been conferred upon 
the Postmaster General. These schemes, as stated above, are Nation-wide, that 
is, they appear as independent operations in such communities as New York, 
Philadelphia, Chicago, Detroit, Boston, and other large municipal centers for a 
short period and then move to some other section of the country where the 
pen ea sg has had no warning or previous experience with such deceptive 
practices. hey are exceedingly profitable to the operators who are very per- 
sistent and audacious in thus continuing to employ the mails unlawfully. 
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Many lotteries and so-called contest schemes cannot be completely investigated 
or their legality determined under the new procedure sufficiently in advance of 
their closing dates. Consequently, all of the receipts from the public may have 
fallen into the hands of the operators before the Postmaster Genera]’s order issues, 
unless action is taken to impound mail before the scheme is completed. ‘This is 
also true of many merchandising schemes, particularly the Christmas-package 
racket, and of course, is true of all enterprises which use Nation-wide advertise- 
ments causing & heavy flow of mail and money to the swindlers. 

As soon as it becomes generally known by those who make their living through 
muleting the public that issuance of the Postmaster General’s orders is now 
subject to being delayed for considerable periods of time through compliance 
with the procedures prescribed by the Administrative Procedure Act, the evils 
described above will become greater and more numerous. The public interest, 
therefore, will be more gravely and adversely affected to the extent that this 
occurs. Unless the authority requested in the attached bill is granted to effec- 
tively enforce the laws designed to protect the public from the u>serupulous, 
unlawful, and injurious use of the mails, such laws will become, to a large extent, 
futile and ineffective. 

More than $2 billion are spent annually on merchandise purchased through 
the mails from legitimate business enterprises. It is essential, therefore, in the 
interest of the national cconomy that the confidence of the public in mail-order 
advertising be maintained. This can only be done by an effective policing of 
the mails under the authority of the laws which Congress has enacted for that 
purpose. The authority to impound mail proposed by the bill is a necessary 
incident to such effective policing.of the mails and to the maintenance of the 
publie’s confidence in mail-order merchandising, as well as to proteet the public 
from injury by the nefarious schemes at which such laws are aimed. 

In the interest of protecting the public and the national economy, therefore, 
it appears urgently necessary that the prompt enactment of the attached bill 
into law be given consideration by Congress. 

This Department has been advised by the Bureau of the Budget that there 
would be no objection to the submission of this legislation for consideration by 
the Congress. 

Sincerely yours, 
J. M. DoNALDSON, 
Postmaster General. 


DEPARTMENT OF JUSTICE, 
Orrick or THE Deputy ATTORNEY GENERAL, 
Washington, November 29, 1951. 
Hon. Tom Murray, 
Chairman, Committee on Post Office and Civil Service, 
House of Representatives, Washington, D. C, 

My Dear Mr. CuatrMan: This is in response to your request for the views of 
the Department of Justice relative to the bill (H. R. 5850) to authorize the Post- 
master General to impound mail in certain cases. 

Sections 255, 259, 259a, and 732 of title 39, United States Code, authorize the 
Postmaster General to order returned to senders all mail addressed to any person 
or concern obtaining or attempting to obtain remittances of money through the 
United States mails by means of false or fraudulent pretenses, representations 
and promises; obtaining or attempting to obtain remittances of money through 
the mails in exchange for any obscene, lewd, lascivious, indecent, filthy, or vile 
article, matter, thing, device or substance; engaged in conducting through the 
mails any lottery, gift enterprise or scheme for the distribution of money by lot, 
chance, or drawing; or which in the conduct of an unlawful business is using and is 
requesting to be addressed by a fictitious, false, or assumed name, title, or address. 

The instant legislation appears necessary to the effective enforcement of the 
above-described sections of law because of the recent holdings of the Supreme Court 
that the Post Office Department must comply with the provisions of the Adminis- 
trative Procedure Act prior to a determination of the propriety of a protective 
order by the Postmaster General. Since many fraudulent and otherwise illegal 
enterprises operate to cause irreparable injury to the public in a comparatively 
short period of time, procedural delays in effecting the bans contemplated by the 
statutes rob them of their effectiveness. This bill would provide an avenue for 
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prompt action by authorizing the Postmaster General to impound and detain 
mail which may be found to be in violation of section 255, 259, 259a, or 732 of 
title 39. 

The efficient use of the administrative arm of the Post Office Department to 
keep out of the mails those items embraced by the above-mentioned postal statutes 
would serve as a useful auxiliary in the enforcement of the appropriate Federal 
criminal statutes, and the Department of Justice would have no objection to the 
enactment of the measure. 

The Director of the Bureau of the Budget has advised that there is no objection 
to the submission of this report. 

Sincerely, 
A. Devirr VANECH, 
Deputy Attorney General. 


O 





